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A team of agents from the Netherlands' Special Police Task Force (SPT) spent the second week of
February in Bogotá to exchange information and, together with Colombian authorities, analyze
the movement of contraband Paraguayan cigarettes. The illegal trafficking, which has become
increasingly overt, allegedly involves Paraguayan President Horacio Cartes directly.
European investigators say major cigarette shipments legally imported to the Caribbean islands of
Aruba and Curacao, two former Dutch colonies that are now autonomous territories, end up in the
hands of the Colombian mafia now controlling nearly 20% of the Colombian market.
The little information leaked about the situation is confidential and gleaned from media reports. On
March 22, the Colombian daily El Tiempo quoted anonymous government sources saying that the
SPT has collected information about Ibiza and Mariner cigarettes—flagship brands of Tabacalera,
S.A. (TABESA)—moving from the Caribbean islands to the special customs zone of Macao in
Colombia’s northern department of La Guajira. Paraguayan President Cartes owns TABESA, a
company operating in an area called the Triple Frontera (NotiSur, May 10, 2013, and Sept. 6, 2013).
The US Drug Enforcement Administration (DEA) has identified the border where Ciudad del
Este, Paraguay, Foz de Iguaçu, Brazil, and Puerto Iguazú, Argentina, converge as a haven for drug
trafficking and smuggling.
The Bogotá-based El Tiempo says that Dutch and Colombian experts agree that, once additional
information is revealed, the topic of cigarette smuggling will be added to the multilateral agenda
of Latin American governments. They expect SPT agents will get a look at documents from a secret
meeting in Aruba in 2012 between an emissary of the Paraguayan president and business people
charged with camouflaging the contraband. The report says the emissary is "someone who helped
design Cartes’ electoral campaign and who now holds a high ministerial office."
El Tiempo quoted judicial sources as saying that, on Aug. 15, 2013, immediately after Cartes came
to power, the Colombian government sent him a diplomatic request "revealing the dimensions
of illegal trade in cigarettes from his company and asking him to respond to a set of questions."
The daily added that the private Instituto de Prensa y Sociedad (IPyS), made up of journalists from
Argentina, Brazil, Peru, and Costa Rica, made a similar request and also asked for an interview with
the president. Cartes has not responded to either the Colombian government or IPyS.
IPyS became an invaluable ally of the administration of Colombian President Juan Manuel Santos
following a quiet, four-month investigation that reviewed records of 60 companies. Investigators
confirmed Paraguayan and Uruguayan cigarette exports to Aruba and Curacao had climbed to
7.5 billion cigarettes, or 750 40-foot containers. It also said that 330 of those containers entered La
Guajira, but were never re-exported, which indicates they became contraband.
During the past year, customs authorities at Colombia’s Policía Fiscal y Aduanera (POLFA)
confiscated contraband merchandise worth nearly US$79 million, of which about 80% was
Paraguayan Ibiza and Mariner cigarettes.
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The Fiscalía General questioned 18 importers in La Guajira, "all related and linked to the Manzur
family, which faces money-laundering charges in the US," according to media reports. Meanwhile,
the Santos’ government and the Federación Nacional de Departamentos made up of state
governments are analyzing reports to prepare for a court case aimed at ending smuggling mafias
trafficking mostly in alcohol, cigarettes, and fuel. The contraband keeps governments from collecting
some US$67 million in tax revenue annually, funds constitutionally earmarked for providing health
services to low-income people.
The situation that has now spread to Colombia had begun to appear in Brazil in 2011 when the
Paraguayan daily ABC Color reported that TABESA’s contraband trade was staying in the South
American market. On several occasions, Cartes denied his factory had expanded because of illegal
operations. He said he was not to blame if some unscrupulous business people flooded the market
with packs of Ibiza and Mariner cigarettes.

More profitable than cocaine
In June 2013, the Brazilian daily Gazeta do Povo shared the findings of its investigation with
IPyS members. The report said that until that time nothing had threatened the predominance
of cocaine traffic, the most profitable crime along the country’s border with Paraguay. However,
"the uncontrolled expansion of contraband cigarette trade has already surpassed the marijuana
and cocaine trade in volume and is about to also exceed it in monetary terms. The figures are
extraordinary," reported the newspaper from the southwestern state of Paraná, which borders
Paraguay.
Bogota’s El Tiempo picked up details of the investigation. It reported that Paraguay now produces
66 billion cigarettes (3.3 million packs) per year, at average market rates equivalent to US$5 billion.
Domestic consumption accounts for barely 2% of production; the rest makes Paraguay Latin
America’s biggest provider of contraband cigarettes. This dubious distinction has been obvious
since the dictatorship of Gen. Alfredo Stroessner (1954-1989) when the regime distributed the most
profitable illegal businesses among its friends. Most of the contraband is sent to Argentina, Brazil,
and Colombia.
Gazeta do Povo says the value of the cigarettes entering Brazil along its 1,300 km border with
Paraguay is equal to 36% of the value of the marijuana and cocaine trade along the 16,000 km border
with its ten South American neighbors, all members of the Unión de Naciones Suramericanas
[UNASUR) except Chile and Ecuador.
The investigation revealed other significant figures: the value of marijuana shipments seized by
Brazil between 2010 and mid-2013 was US$278 million; cocaine, US$830 million; and Paraguayan
cigarettes produced by the president’s tobacco company, US$907 million.
Gazeta do Provo’s investigation cited by Colombia’s El Tiempo reported significant remarks by
Ricardo César Cubas, chief of police in Foz de Iguaçu, Paraná. Cubas said, "Cigarette contraband is
the main problem on the border, and it will be an even bigger problem in the near future."
Other public safety chiefs—who confirm "traffickers are moving from drugs to cigarettes—share
Cubas’ view. The reason is that tobacco contraband is more profitable and has more power to
corrupt than narcotics. Above all, it enjoys a better image.
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El Tiempo reports that 53 officials, including members of federal, military, and highway police
forces, were detained in just the four most recent anti-contraband operations.
Explaining why the problem will grow in the near future, Cubas pointed to the difference in
cigarette taxes among South American countries. While the Paraguayan government favors Cartes’
businesses by imposing a small 10% tax on cigarettes, taxes levied in Brazil and other countries
are about 70%. Paradoxically, while Brazil, with a population above 200 million, has just 11 tobacco
companies, Paraguay, a country with 6.5 million inhabitants, has 30 tobacco factories and some 2,600
registered brands, 70 of which enter Latin American countries through the back door.
The investigative newspaper report says that contraband accounts for three of every 10 cigarettes
consumed in Brazil. The US$2.2 billion traded in the Brazilian market each year represents US$1.5
billion in lost tax revenue and the loss of 30,000 legitimate jobs.
Gazeta do Povo reported that Paraguayan tobacco ashes are scattered across five continents and
that at least nine routes carry the product throughout Latin America. "One of the advantages the
Cartes’ brands have over marijuana and cocaine is that most Brazilians don’t view this illegal trade
as a crime and that helps the permanent increase in the volume of trade," the newspaper reported.
In addition, the investigation proved that the criminal network operates as a company with enough
reserve funds to cover losses from the confiscation of shipments as well as bribes, lawyers, and bail
for mafia members when they are captured. Early data from the Netherlands' Special Police Task
Force suggests that the modus operandi of Colombian smuggling mafias is reproduced, almost as
modeled.
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